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ROUND TABLE ON ACCOUNTING— DISCUS- 
SION. 

B. M. Rastall : I have been asked to remark upon the 
place for accounting in the university curriculum. 

In considering the claims of a new subject it is always 
enlightening to consider it in relation to kindred fields 
and so by comparison to fix its place in the general field of 
study. Accounting is closely related to the mathemati- 
cal sciences, resembling and paralleling in a great many 
ways the science of geometry. Like geometry it rests 
upon a few fundamental principles (axioms) from which 
the whole structure in all its ramifications is deduced by 
logical processes. It has the same type of close reason- 
ing from cause to effect with the possibility of definite, 
logical result. It exceeds geometry in the extent to which 
the mastery of its processes and extensive practice in the 
application of its principles opens the way to new concrete 
developments, short cuts, and the general fitting of ends 
to means. Like geometry its methods and results are 
open to the widest criticism and will be given permanent 
form only at the end of long controversy. 

I may say in brief that I have no sympathy with the 
opinion that accounting is a subject of doubtful univer- 
sity grade. It has the sound claim to a position in the 
field of science that we have just noted. To be sure ele- 
mentary accounting can be compared disastrously with ad- 
vanced mathematical courses or the higher courses in any 
other science. But if it be compared with beginning 
courses in language, or commercial geography, or elemen- 
tary economics and history, as admitted to university 
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standing, it will not suffer thereby. And the problems in- 
volved in higher forms of expert accounting, such as 
those of the Interstate Commerce Commission reports, 
auditing and public accountancy, place the field upon a 
par with the most advanced courses of mathematics or 
other science. 

The paper just read would indicate that the speaker 
considers statistics a part of accounting, and the two sub- 
jects are at least of very close association. The problems 
involved in statistical work are certainly not of a higher 
order ; the work does not represent so broad or far-reach- 
ing a field ; its personnel is not of a higher rank. Yet the 
study of statistics has occupied an undisputed place in the 
university curriculum for years. Why, then, the question 
of accountancy? 

The importance of accounting in the economic field 
and to the world at large is becoming more clearly recog- 
nized every year. The university should not lose the op- 
portunity to develop and broaden such a field into a com- 
plete science for human usefulness. 

A. M. Sakolski: In the matter of the relation be- 
tween economics and accounting, may I not point out 
one illustration of the lack of harmony between the two 
sciences ? It has long been a fixed principle of account- 
ing, both in theory and practice, that no appreciation 
in the value of assets can be taken into account unless 
such appreciation is realized as the result of a transaction, 
whereas depreciation, especially in the valuation of float- 
ing assets, is held to be a definite loss and is a charge 
against the profit and loss of the business. Does not this 
principle whereby assets are valued "at cost or market 
value, whichever is the lowest", have its origin from the 
fact that accounting is not only a mathematical science, 
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but is also a practical science, and, unlike economics, must 
adjust itself to business practice? It records values in 
relation to individual concerns, and these records, to be 
valid, must show tangible results on the basis of which 
the proprietors or directors can take definite action, such 
as the payment of dividends, etc. 

Economics, on the other hand, deals with values as 
"social phenomena", and to express such value in terms 
of actual money cost to individual concerns is almost 
meaningless. Moreover, the conception of profits as in- 
crements of value resulting from business transactions is 
also foreign to the teachings of economics, inasmuch as 
here value is "exchange value" and is the expression of 
an equation of sacrifice or of utilities. 

It seems to me that an attempt to harmonize completely 
the principles of accounting and economics as now com- 
monly taught must result in considerable change in the 
latter, since accounting, being the outgrowth of business 
demands and conforming strictly to modern business 
practice, cannot arbitrarily be made to undergo changes 
in methods and principles without seriously interfering 
with its usefulness. If, for example, you attempt to 
"write up" for appreciation in the same manner as depre- 
ciation is "written off", there is grave danger of con- 
founding a surplus available for dividends with a ficti- 
tious surplus due merely to the revaluation of assets. The 
latter is nothing more than a "paper" profit determined 
by the judgment of proprietors, accountants, or some 
other persons, and is based upon circumstances extrane- 
ous to the business without in any way changing the 
identity, form, character, or efficiency of the assets. To 
counterbalance such profits by reserves serves no practical 
purpose from an accounting standpoint other than to 
mislead the investing public by an unduly large showing 
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of total assets. The value represented by appreciation, 
however, from the standpoint of society, is of as much 
importance as any other form of wealth including intan- 
gible values, such as efficiency of organization, good 
will, etc. 

Leon Brummer: It appears to me that the future de- 
velopment of the profession of accountancy is depend- 
ent upon the progress of accountancy education, ac- 
countancy legislation, and accountancy popularization, 
but principally upon the educational feature. That econ- 
omic associations have recently given attention to the dis- 
cussion of this subject, and that the universities are now 
earnestly considering same, means very much to the pro- 
fession. It means that this profession will be carefully 
studied, and that all which is of real value will be un- 
folded. If the recent growth of accountancy has been 
due to the necessities of the business world, how much 
greater will be the growth if we call to the aid of this 
young profession the experience which has been acquired 
in the upbuilding of medicine, law, and other profes- 
sions. The absence of a proper school of accountancy 
in this country has long been a great weakness ; we have 
no acknowledged authorities on many points of principle 
and on many points of practice. Notwithstanding that 
even after the establishment of proper schools there will 
be differences of opinion in both principle and practice, 
these differences will then have more opportunity of being 
intelligently debated and adjusted. There can be no 
learned profession if there is no institute of learning; and 
if accountancy is worthy of being associated with the 
other professions, it must be developed along lines sci- 
entific as well as of every day use. I quite agree with 
Mr. Sterrett in his remarks relative to the necessity of 
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securing instructors who are actually in practice, and am 
also of the opinion that without such instructors the 
schools will prove unsatisfactory; but it must be re- 
membered that most of the men now in practice are not 
capable of developing the profession from the university 
standpoint, and in that regard I reiterate that it is most 
fortunate that the subject is being recognized by the uni- 
versities and is having the benefit of their guidance. 

Legislation is necessary for the advancement of the 
profession, only so that the community may be protected 
from the unskilled person posing as a professional ac- 
countant. It is fair to assume that such legislation will 
be forthcoming as soon as the professional accountant by 
reason of his education, training, and proved integrity, 
has demonstrated his superiority and his necessity. There- 
after, further laws will be enacted requiring his protect- 
ing skill and judgment in matters of public interest, such 
laws clearly defining the field which shall be exclusively 
his. 

The popularization of accountancy is entirely in the 
hands of the accountant. If, as a class, he will raise his 
work to the very highest standing, and will actually dem- 
onstrate to the public his integrity and his fitness for the 
scientific work which he undertakes, popularity will soon 
follow ; and with this popularity will come all needed leg- 
islation and an expansion of his field of usefulness. But 
his employment must be so conditioned that he may solve 
with untrammelled freedom the problems which are pre- 
sented to him; nor should there be possibility of his 
opinion being made subservient to the views of an em- 
ployer, by reason of a possible cessation of his retainer 
on account of justifiable adverse criticism. 

We therefore require, first, a profession developed 
along educational lines; second, legislation encouraging 
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students by reason of the usefulness to which the ac- 
countant may attain; and, finally, the accomplished re- 
sults of the accountant which will convince the com- 
munity that the professional accountant has a well defined 
sphere in the world of today. 

O. M. W. Sprague: I suggest that a distinction 
might perhaps be made between an advance in land values 
accompanied by a consequent increase in earnings; for 
example, a corporation constructing and owning build- 
ings, and an advance in land values which might have no 
direct relation to earnings ; for example, the land occupied 
by railway terminals. 

Simon Litman : The papers of my colleagues, Profes- 
sors Robinson and Duncan, are full of valuable sugges- 
tions and of interesting information as to the relation 
between accounting and economics, the nature and func- 
tions of accounting, and the place accounting occupies 
amongst other sciences. I should concur with all that 
they have said, were it not for certain statements which 
disagree with my conception of the science of statistics. 

Professor Duncan states definitely that accounting is a 
statistical science. I admit that accounting deals with in- 
tricate numerical problems and that it approaches these 
problems with the modern spirit of scientific inquiry ; I 
admit also that accounting is based upon the knowledge of 
the methods of classification, and that one of the main 
characteristics of both the statistician and the accountant 
is a power to analyze data and to present the results 
clearly. 

Both statistics and accounting deal with figures ; never- 
theless, accounting is not a statistical science, because it 
does not study group and mass phenomena and does not 
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attempt to detect and to state tendencies and regularities 
in our social life. This study of group and mass pheno- 
mena is the object of statistics. Professor Duncan de- 
fines accounting as "a science which treats of the meth- 
ods of recording transactions in business and which inter- 
prets the statements recorded in books and documents so 
that the layman may have a clear conception of the exact 
financial and managerial standing of the firm . . . " ; 
in this definition he defeats his own contention that ac- 
counting is a statistical science. When we cease dealing 
with a single enterprise, be it a small store, a large cor- 
poration, or a municipality, and when we begin to group 
similar business undertakings in order to study the rela- 
tions between capitalists, landowners, entrepreneurs, and 
laborers, we are doing statistical and not accounting work. 
The statistician of today may find for many of the prob- 
lems confronting him help and inspiration in the labors of 
the accountant, just as the accountant may be guided in 
many of his pursuits by the work of the statistician ; but 
there is, to my mind, a definite demarcation line between 
the two sciences. 

I agree with Professor Duncan that accounting is not 
a mathematical science, but, it seems to me, he has not 
made his contention sufficiently clear. He leaves the lis- 
tener under an impression that an answer numerically 
correct necessarily implies correct mathematics, which is 
wrong. In mathematics, just as in accounting, we may 
arrive at a correct numerical result by incorrect methods. 
The reason why accounting is not a mathematical science 
is the following: in the problems investigated by the 
accountant we may reach a correct result by a number 
of mathematically correct methods, which, however, from 
the point of view of a business proposition would be 
dubious or fraudulent. The criterion of accounting is 
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not mathematics, but a combination of correct mathemat- 
ics, business ethics, and other factors. 

Professor Rastall in the course of his remarks on ac- 
counting made a statement which, I think, should not go 
on record unchallenged. He says that we ought not to 
combat the introduction of elementary accounting into 
our colleges and universities, because we have on our pro- 
grams a number of subjects in no way superior to elemen- 
tary accounting ; to illustrate his views, he cites elementary 
French or elementary German. 

Without entering into the discussion of the desirability 
or non-desirability of introducing elementary accounting, 
I most seriously object to its introduction on the ground 
that we have other elementary courses. Let us ask our- 
selves the question whether an increase in the number of 
such courses is wise or not. The fact that we are teaching 
our students that the German for table is Tisch, or that 
the French for chair is chaise, is not a valid justification 
for burdening the curricula of our institutions of ad- 
vanced learning with similar elementary studies. I think 
that, so far as is practical, we should strive in our univer- 
sities rather towards the elimination of elementary courses 
than towards their further increase. 



